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TAGS: EINV 

SUBJECT: COMPTROLLER-GENERAL'S BACK TAX CLAIM 
REF: (A) CARACAS 10644; (B) CARACAS 10795 

1. APPRECIATE EMBASSY'S PROMPT REPORT (REF A) ON 
REAFFIRMATION OF COMPTROLLER-GENERAL'S BACK TAX CLAIM 
AGAINST OIL COMPANIES. WE ARE UNDECIDED WHETHER THERE IS 
ANY ACTION APPROPRIATE FOR THE USG TO TAKE AT THIS STAGE 
AND WISH TO CLARIFY SOME FACTUAL MATTERS AND 5ET YOUR 
THINKING ON SEVERAL POSSIBLE ACTIONS. 

2. REFTEL INDICATES SOME UNCERTAINTY AS TO THE NEXT 
STEP, FOLLOWING REAFFIRMATION OF THE CLAIM. OUR UNDER- 
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STANDING, BASED ON DISCUSSIONS WITH EXXON AND GULF HERE 
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LAST SPRING AND REF B, WAS THAT THE COMPANIES HAD A RIGHT, 

WHICH THEY EXERCISED, TO PROTEST THE ORIGINAL CLAIM. TO 
MOVE THE PROCESS FORWARD, THE COMPTROLLER-GENERAL THEN 
HAD TO REJECT THAT PROTEST, (WHICH HE IS EVIDENTLY NOW 
DOING BY LETTER TO EACH COMPANY) AND PRESENT A TAX BILL. 

UPON RECEIPT OF THE TAX BILL, EACH COMPANY HAS 45 DAYS TO 
APPEAL TO AN ADMINISTRATIVE COURT WITH ORIGINAL JURISDIC- 
TION OVER INCOME TAX MATTERS. REF B INDICATES THAT EXXON 
BELIEVES IT WILL NOT BE REQUIRED TO PAY THE CLAIM OR POST 

BOND IN ORDER TO APPEAL, BUT THAT, EVEN IF COMPANIES ARE 
RELIEVED OF PRIOR PAYMENT OR BOND, THE GOVERNMENT MIGHT 
REFUSE TO RELEASE NATIONALIZATION COMPENSATION FROM THE 
GUARANTY FUNDS PENDING FINAL COURT DECISIONS ON THE BACK 
TAX CLAIM. 

3. EXXON FURTHER STATED TO US THAT THEY BELIEVED THAT 
THE COURTS WOULD BE DECISIVELY INFLUENCED BY POLITICAL 
RATHER THAN LEGAL CONSIDERATIONS. PLEASE COMMENT ON THIS. 

4. WE WOULD APPRECIATE VERIFICATION THAT THE COMPTROLLER 
IS SENDING OUT TAX BILLS TO ALL COMPANIES, INCLUDING 
C.V.P., AND THAT, PROCEDURALLY, THE COMPANIES ARE AGREED 
THAT THE NEXT MOVE BELONGS TO THEM - PAYMENT, APPEAL TO 
THE ADMINISTRATIVE COURT, OR OTHER. 

5. WE ARE CONCERNED BOTH BY THE POSSIBILITY OF AN EVEN- 
TUAL ADVERSE JUDGMENT AGAINST THE COMPANIES AND BY THE 
PROSPECT THAT COMPANY FUNDS MIGHT BE TIED UP PENDING A 
FINAL COURT DECISION WHICH COULD BE YEARS IN COMING. WE 
WOULD APPRECIATE YOUR ASSESSMENT OF USG ACTION, IF ANY, 

THAT MIGHT BE APPROPRIATE AT THIS TIME. FOR EXAMPLE, WOULD 
IT BE USEFUL FOR THE USG TO URGE, FORMALLY OR INFORMALLY, 

THAT THE COMPANIES BE ALLOWED TO APPEAL WITHOUT PRIOR 
PAYMENT OR BOND, OR THAT RELEASE OF MONEY FROM THE GUARANTY 
FUNDS NOT BE LINKED TO THESE APPEALS? IS THERE SOME WAY 

THE GOVERNMENT MIGHT BE BROUGHT TO OPPOSE THE COMPTROLLER- 
GENERAL'S CASE IN COURT; E.G. BY TAKING THE CLAIM AGAINST 
C.V.P. TO COURT? 
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6. IN YOUR VIEW, WOULD THERE BE GROUND FOR THE USG TO 
PROTEST TO THE GOVERNMENT THAT THE TAX CLAIMS VIOLATE 
THE UNDERSTANDINGS REACHED BETWEEN THE COMPANIES AND THE 
GOVERNMENT AT THE TIME NATIONALIZATION COMPENSATION WAS 
SETTLED? WOULD IT BE APPROPRIATE AND DESIRABLE FOR THE USG 
TO POINT OUT TO THE GOVERNMENT THAT MAINTENANCE OF THE 
COMPTROLLER-GENERAL S CASE COULD JEOPARDIZE THE COMPLEX 
SETTLEMENT WHICH THE GOVERNMENT WORKED OUT WITH THE LEADING 
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COMPANIES ON NATIONALIZATION AND THEREBY ENDANGER VENE- 
ZUELA'S POSITION IN THE WORLD OIL MARKET? WOULD IT BE 
DESIRABLE TO BRING TO THE GOVERNMENTS ATTENTION THE USG 
RESERVATION OF RIGHTS OF DECEMBER 30, 1975 AND TO POINT 
OUT THAT, SHOULD COMPANY-GOVERNMENT CONFLICT ERUPT OVER 

THE TAX CLAIM, THE USG WOULD FEEL ENTITLED TO REOPEN THE 
VALIDITY UNDER INTERNATIONAL LAW OF THE COMPENSATION 
SETTLEMENTS AND RELATED USG RIGHTS? 

7. ANY OTHER PROPOSALS WOULD BE WELCOME. ROBINSON 


CONFIDENTIAL 


NNN 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 


Message Attributes 


Automatic Decaptioning: X 
Capture Date: 01 JAN 1994 
Channel Indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: CLAIMS, TAX COLLECTIONS, BUSINESS FIRMS, DEBTS 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 14 SEP 1976 
Decaption Date: 01 JAN 1960 
Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Authority: KelleyWO 
Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 28 MAY 2004 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1976STATE226716 

Document Source: CORE 

Document Unique ID: 00 

Drafter: DHSTEBBING 

Enclosure: n/a 

Executive Order: GS 

Errors: N/A 

Film Number: D760346-0018 
From: STATE 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1976/newtext/t19760962/aaaacapc.tel 

Line Count: 126 

Locator: TEXT ON-LINE, ON MICROFILM 
Office: ORIGIN EB 

Original Classification: CONFIDENTIAL 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 3 

Previous Channel Indicators: n/a 

Previous Classification: CONFIDENTIAL 

Previous Handling Restrictions: n/a 

Reference: 76 CARACAS 10644, 76 CARACAS 10795 

Review Action: RELEASED, APPROVED 

Review Authority: KelleyWO 

Review Comment: n/a 

Review Content Flags: 

Review Date: 21 JUL 2004 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <21 JUL 2004 by ShawDG>; APPROVED <08 NOV 2004 by KelleyW0> 

Review Markings: 

Margaret P. Grafeld 
Declassified/Released 
US Department of State 
EO Systematic Review 
04 MAY 2006 


Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: COMPTROLLER-GENERAL'S BACK TAX CLAIM 
TAGS: EINV, VE, GULF, EXXON 
To: CARACAS 
Type: TE 

Markings: Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 



